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STRENGTHENING DEPARTMENTAL MANAGE-
MENT WITHIN THE FEDERAL GOVERNMENT

TUESDAY, MAY 9, 1995

HoOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON GOVERNMENT MANAGEMENT,
INFORMATION, AND TECHNOLOGY,
COMMITTEE ON GOVERNMENT REFORM AND OVERSIGHT,
Washington, DC.

The subcommittee met, pursuant to notice, at 2 p.m., in room
311, Cannon House Office Building, Hon. Stephen Horn (chairman
of the subcommittee) presiding.

Present: Representatives Flanagan, Davis, Maloney, and Owens.

Staff present: J. Russell George, staff director; Mark Brasher,
professional staff member; Andrew G. Richardson, clerk; Wallace
Hsueh, staff assistant; Ron Stroman, minority deputy staff director;
Don Goldberg, minority assistant to counsel; Dave McMillen and
Matt Pinkus, minority professional staff members.

Mr. HORN. A quorum being present, the Subcommittee on Gov-
ernment Management, Information, and Technology will come to
order. We're meeting to look at how we might strengthen the man-
agement of Federal executive departments and agencies.

Good government management is the largest part of this commit-
tee’s reason for being. Our objective is to exploit and replicate past
Lnax}’x{agement successes, while learning from and avoiding past set-

acks.

We have heard much about reforming government. We recognize
the urgent need to get on with restoring American taxpayers faith
that their government can and will be made more effective, as well
as more efficient. We accept the challenge to cut government size,
while preserving its most needed and useful capabilities. We will
continue the government’s diet to keep the muscle and lose the fat.

Congress and the administration have pursued separate efforts
toward improving Federal Government management. In the 1983
National Performance Review, the administration, led by Vice
President Gore, examined current management control systems
and suggested ways to make them more flexible and responsive.
Congress, for its own part, has tried to do much the same thing
with laws such as the Chief Financial Officers Act of 1890, and the
Government Performance and Results Act of 1993. They started
here in what is now the Government Reform and Oversight Com-
mittee, which oversees all government operations,

Through this hearing and in more to follow, we want to bring to-
gether the best of private and public sector experience, wisdom,
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and leadership to bear on recasting the mold for a lean and produe-
tive executive branch within the Federal Government.

With us today are several distinguished agency alumni with ex-
tensive public management service. Most of them have managed
organizations in the midst of dramatic restructuring. We're de-
lighted that so many of you have taken the time to share your wis-
dom with us this morning and this afternoon.

[The prepared statements of Hon. Carolyn B. Maloney and Hon.
Frank Mascara follow:]

PREPARED STATEMENT OF HON. CAROLYN B. MALONEY, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF NEW YORK

Thank you Mr. Chairman. The subject of this hearing is an important one. Man-
agers are the linchpin in any organization. They do not do the work, and usually
they do not set the policy. But if they are not there, in more cases than not, the
work does not get done.

Managers are especially important in service organizations like the government
where coordination and communication are paramount. In fact, when governments
get into problems, it is often not because the people on the front line are not work-
ing. It is because those responsible for organizing the work have made mistakes.
Qften these mistakes are the result of either poor training or no training at all.

The failure of management training is most obvious in procurement and contract-
ing. All too often what is called bad government is really bad procurement.

Most of us are aware of the procurement problems that brought us the $400 ham-
mer. Most people have also heard of the procurement and contracting problems with
the B-2 bomber, which went from $500 million to $2 billion per plane. But these
are just the tip of the iceberg. Throughout the government millions of dollars are
wasted through bad procurement and contracting.

1 conld sit here all day citing examples of wasteful procurement and contracting.
But that will not solve anything, and after a while it gets pretty disheartening.

I am a co-sponsor of Mrs. Colling’ Value-Engineering bill, and agree that we need
to change the way we approach managing the Federal government. But, in the area
of procurement more focused action is needed. Consequently, I am writing legisla-
tion to improve the procurement workforce of Federal civilian agencies.

The bill, which I plan to introduce soon, will increase the qualifications and train-
ing of those managing government procurement and contracting. If we improve the
quality of our workforce, we will improve the quality of service to the public. The
best way I know to improve the quality of the workforce is to hire good people and
then give them the training they need to improve.

My legislation has six key provisions. It would:

1. Make senior executives responsible and accountable for improving the pro-
curement workforce;

2. Set standard qualifications for entry into the procurement workforee, and
stress standards which emphasize judgement as well as education;

3. Establish a set level of funding for training which cannot be diverted to
other activities;

4. Set training standards which focus on building business management and
judgement skills;

5. Establish an intern program in conjunction with cooperative education pro-
grams, and provide for agency sponsored scholarships; and,

6. Provide a legislative mandate for strong leadership in the Office of Federal
Procurement Policy to promote procurement professionalism in all Federal
agencies.

The National Performance Review has made the point that investment in the Fed-
eral workforce is essential for reinventing government. My legislation goes one step
farther in specifying the need for investment in training and qualifications.

If we hire qualified employees, give them the.training they need to keep up with
changes in their job, and give them a structure, like value engineering, within which
to do their job, we will go a long way towards making the government work better
and cost less.

Thank you Mr. Chairman.
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PREPARED STATEMENT OF HON. FRANK MASCARA, A REPRESENTATIVE IN CONGRESS
FROM THE STATE OF PENNSYLVANIA

Thank you Mr, Chairman,

As a former county commissioner who daily managed hundreds of local, State and
Federal programs, I think I know a thing or two about government management.

I tend to concur with the points GAO will make this afternoon, namely that to
operate efficiently, a program must above all else be well-defined. Moreover, those
responsible for its operation must have a definite way of measuring performance
antf success.

As an accountant, I also demanded a strong system of cost controls and the best
technology we could afford to keep track of the program’s records and data.

Most importantly, we also had to empower our work force and give them the tools
and flexibility neeged to get the job done and to get it done right.

It is evident that Congress has long been interested in management issues and
through enactment of & variety of legislation over the past decade taken some major
steps to improve the quality of management in the Federal ranks.

In fact, it is clear ?:hat much of this effort has laid the ground work for the on-
going reinventing government efforts being so ably lead by Vice President Gore.

Wﬁile 1 am very interested in today’s testimony, I hope we are not going to make
scapegoats out of the usual suspects—political appointees, middle managers and the
Office of Management and Budget.

As | have stated previously, | am more concerned that the wholesale dismantling
of departments and agencies being advanced by my republican colleagues will make
this whole discussion irrelevant.

I think we would all be better off if we let these department and agencies work
through their reorganization efforts and more precisely define their missions and
goals. We would end up with a more fined-tuned government that would truly help
and serve its citizens.

1 am afraid that if we continue down the road my Republican colleagues want to
lead us, we will be left with nothing but a shell of a government. And 1 do not think
that is what the American public wants or expects.

Mr. HoRrN. Subcommittees of the House Government Reform and
Oversight Committee will swear in their witnesses as a matter of
course and tradition for this committee.

So I ask those witnesses that are on panel I, the Honorable Tom
Glynn, Deputy Secretary of the Department of Labor, and the Hon-
orable George Murfioz, Assistant Secretary for Management and
Chief Financial Officer of the Treasury, if you would come forward
and raise your right hands to take the oath, the committee would
appreciate it.

Apparently, Mr. Muiioz is going to be late. We'll swear him in
separately.

{Witness sworn.]

Mr. HorN. Thank you very much. The clerk will note that Sec-
retary Glynn affirmed the oath.

Welcome. We're delighted to have you here. Our usual procedure
is to limit testimony to about 5 minutes. We would appreciate a
summary of your statement. Your complete testimony will be in-
serted at this peint in the record, and that will be done with the
other witnesses automatically.

So feel free to go ahead in any manner you would like to pursue
it, and then that %eaves us moere time for questions.

STATEMENT OF TOM GLYNN, DEPUTY SECRETARY, DEPART-
MENT OF LABOR; AND GEORGE MUNOZ, ASSISTANT SEC-
RETARY FOR MANAGEMENT/CHIEF FINANCIAL OFFICER, DE-
PARTMENT OF THE TREASURY

Mr. GLYNN. Thank you, Mr. Chairman. I have been informed
that Mr, Murioz is on the way, and he’ll be here in a few moments.
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I want to just begin by thanking the committee for not only my
opportunity to appear this afternoon but also for organizing this se-
ries of hearings to try to make more deliberative a lot of the central
questions facing both the executive and the legislative branch
about the organization of the executive branch.

I think the hearing last week and the ones in the weeks to follow
will help shed considerable light on some very sensitive and com-
plicated issues.

I come to the committee today with a background in State and
Federal management. I served in a couple of posts in the Carter
administration. And then in the Commonwealth of Massachusetts,
I was the deputy welfare commissioner, and 1 ran the subway sys-
tem.

And then I moved on to become the chief financial officer at
Brown University and currently am the chief operating officer at
the Department of Labor.

I do have a couple of charts I want to try to run through very
quickly. I apologize to the people in the audience, because it’s going
to be a little hard for some people to see in each instance.

I thought I would begin the topic today by trying to address the
question of what I inherited when I arrived at the Department of
Labor on January 20, 1993, what was the organizational culture
tgat I was managing against. And there were four key aspects of
this,

The first one was that the Department of Labor during the
198¢’s had been reduced by about 25 percent. We had a large num-
ber of RIFs during the 1980’s; so that the organization was very
organized around doing RIFs.

The second kind of element of the Department was we had gone
through a lot of management processes. We had gone through
TQM; we had gone through quality circles; and we had gone
through customer service. So there’s a certain kind of cynicism
about the reinvention effort at the beginning as the latest flavor of
the month.

The third aspect of the Department of Labor in January 1993
was this skepticism about how long political appointees would last.
And in conjunction with this, I did a little bit of research. There
have been 26 Deputy Secretaries of Labor since 1913. And in my
2 years on the job, I have already outlasted 13 of them.

What's interesting about this is that over the last 17 years, the
average tenure has been 1 year and 11 months, which kind of fits
what we have all come to read about. But ironically, if you go back
to the beginning, 1913, the average tenure for the 26 Deputy Sec-
retaries is 2 years and 3 months,

So the idea that recently we have had a lot of turnover but in
the good old days, people stayed for a long time does not seem to
be the case, at least in this one position at this one agency.

The last element of the Department of Labor culture was, as I've
described it on the chart, kind of “more British.,” By which I mean
that from the time I worked in the Carter years till the time of the
Clinton administration, it seemed to me that the career SES and
senior managers in the Department had developed more of a dis-
tance with respect to the political appointees and adopted more of
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a “This too shall pass” attitude from my experience in the mid-
1970’s,

So those were the four key things that we were trying to do man-
agement reform in the Department of Labor against that backdrop.

I want to talk about two things that the people in the Depart-
ment of Labor have gotten done against this backdrop. But in doing
so, I just want to point out two things. One, in 1980, we had about
24,000 employees; in 1995, we have about 18,000; and by the time
we are done with the 12 percent reduction, we’ll have about 16,000.

And the second chart—I'm sorry to do this to you, George. But
this is a chart of the reductions between 1980 and 1992 of various
Cabinet agencies. The Department of Labor is the second from the
right. So we had the second biggest reduction after the Education
Department.

And over on the left are some other Federal agencies which in-
clude the Justice Department and the Treasury Department. So I
mention that because it affects the perspective of people in the
Labor Department in terms of how they view another 12 percent
reduction,

I want to talk about how we have gone about doing the 12 per-
cent reduction with respect to streamlining. 1 think as everybody
on the committee knows, in 1992, the Presisent indicated he would
shrink the size of the Federal workforce by 100,000 FTE. And then
in the course of the NPR, that number was increased to 252,000,
And then when the bill passed the Congress, the number became
272,000,

At the Labor Department, we have tried to focus this a little bit
differently. As I said, in the 1980’s, we had a lot of RIFs. So people
in the Department were very focused on how to get the 12 percent
reduction, We tried to put their focus on another question, which
is, for the 88 percent of the people who will still be with us at the
end of this process, how can we make their work make more sense?

So while the process has tended to focus on the 2,000 employees
that would be leaving, we wanted to focus on the 16,000 employees
who would be staying with us and try to make their jobs make
more sense. We developed a kind of simple way of trying to tackle
that question, which was asking how many steps it takes to per-
form basic core functions in the Department.

The first question was, “How many steps does it take to hire
someone, a plain, vanilla hire, in the Department of Labor?” The
answer was, “A hundred and 20 steps.” So we challenged the peo-
ple in the Personnel Office to reduce this by two-thirds. And they
came up with a way of eliminating 79 steps.

Now, 41 steps is still not great, but it’s a lot better than 120. We
figured out that we were using the time of about 50 FTE to do sll
of this processing of the hiring of people even though it was a very
routine function that we performed; so that by reducing the num-
ber of steps from 120 to 40, we could free up the time of about 50
people who could be used more productively for the core mission of
the Department.

The next thing I want to talk about quickly are numerical goals,
which is another system which the employees in the Department
have implemented. Every year, the Secretary of Labor sends to
each employee a letter outlining the goals for that fiscal year con-
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sistent with the GPRA. He also sends them a list of accomplish-
ments, how they did on the goals from last year.

This is a technique which I'm sure the committee is aware of
which is often used in the private sector to try to make sure every-
body in an organization with 16 to 18,000 people understands what
we're trying to accomplish for the year.

In addition to this, we have also put in place a performance
agreement with the President and a quarterly tracking system to
make sure that we are actually achieving the elements in the nu-
merical goal system. We have seen a very positive response on the
behalf of career managers and political appointees to having some
objective measure of what it is they are supposed to focus on in an
environment where there are a lot of suggestions and recommenda-
tions generated.

Finally, I would say in conjunction with the goal system, we have
put a lot of energy into reward and recognition systems for Federal
employees that are hopefully timely that focus on performance. We
discovered a lot of our recognition systems did not necessarily focus
on performance. They focused on other good things to do, but not
performance.

So we have made a lot of marketing to people in the organiza-
tion, the Hammer Awards, award ceremonies. We try to use the
annual report as a way of recognizing individual employee accom-
plishment, the thank you letters the Secretary has outside his of-
fice, and pictures of award-winning employees. We find that all of
these mutually reinforcing notions of success help contribute to
more of a focus with Department of Labor managers to the key is-
sues that the Congress and the President expect them to accom-
plish year by year, goal by goal.

1 iuess I would just like to finish up by saiing that I think that
the key to good management is still getting the right person in the
right job. I think that a lot of the structural proposals, which are
being discussed, need to be balanced off by some consideration for
getting the right person in the right job. I think we have tried to

o that at the Labor Department.

Aﬂd 1 would be happy to answer any questions that the commit-
tee has.

[The prepared statement of Mr. Glynn follows:]

PREPARED STATEMENT OF TOM GLYNN, DEPUTY SECRETARY, DEPARTMENT OF LABOR

Good afternoon, Mr. Chairman and Members of the Subcommittee. Thank you for
the opportunity to discuss ways of strengthening departmental management as part
of this Administration’s effort to improve services to the American public. )

I approach the topic today having served in a variety of manaﬁement positions
at the state and federal 1eve{ over the last 20 years as well as teaching public man-
agement. These included:

® Several positions in the Carter Administration

e Deputy Welfare Commissioner in Massachusetts

e General Manager and CEO of the Boston Subway System, the Massachu-
setts Bay Transportation Authority

» CFO at Brown University in Providence, Rhode Island

e Deputy Secretary and COO of the Department of Labor

I particurarly want to thank the Committee for holding this series of hearings and
for the deliberative process you are managing to try to inform a difficult series of
questions with real data and experience.

Improving the management of agencies has been an enduring theme in the Fed-
eral Government during the course of this century. Eleven major reform initiatives,
starting with the 1904 “Keep Commission” appointed by President Theodore Roo-
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sevelt, set out to reform the government. Before President Clinton tock office, he
had his management challenges set for him. In 1992, the Comptroller General
bfvgan his transition report te then President-elect Bill Clinton with the observation:
“The state of management in the federal government is not good.”! The predecessor
to this Committee issued a report at about the same time, concluding that executive
branch management problems were caused by the “lack of leadership.”? But they
were not the ongr ones. Four in five Americans agreed. They felt the Federal Gov-
ernment required fundamental changes or a complete rebuilding.

The Administration set out to address these problems by providing sound leader-
ship and strategic management in the agencies by creating the National Perform-
ance Review, headed by %ice President Gore. It provided sound leadership creating
a consistent set of visions and values and measuring progress and sound strategic
management by strengthening the management infrastructures within agencies,
such as pergsonnel, financial management, and information technology.

President Clinton and Vice President Gore laid out a clear vision: create a govern-
ment that works better and costs less by:

» putting customers first

¢ empowering employees to serve their customers

e cutting the red tape that prevents employees from being empowered and
 cutting back to basics.

This array of NPR initiatives ties together into an integrated whole with the ob-
jective of improving performance anf creating accountability for achieving pro-
grammatic results. They build on previous initiatives already underway in a number
of agencies, as well as the Chiefl Financial Officers Act of 1990 and the Government
Performance and Results Act of 1993. As a result, there is no one, single “right” way
of doing this. Each agency is creating a management framework based on these ini-
tiatives and is putting them into a context relevant to their own agency’s mission.
Also, with Congress’s eadershi‘p, we hope to reinvent government's other basic sys-
tems, such as budget, personnel, information management, and procurement.

These efforts have produced concrete resulis:

¢ In FTE terms the Federal Government is smaller by 100,000 and well on
the way to 272,000 goal.

¢ Performance agreements have been signed by the President with 10 Cabinet
Secretaries.

» Customer Service Standards have been igsued for 100 agencies.

. dApproximately $63b of NPR's $108b in proposed savings already are en-
acted.

And perhaps most importantly, management of Federal agencies is an important
K{riority of the Clinton Administration as reflected in the work of the President’s

anagement Council which last week addressed two issues on today’s agenda: civil
service reform and revitalizing the original purposes of the SES.

While the focus of today’s hearinlg is the difficulties of managing a Federal agency
(and I think management at the Federal level is more difficult than management
at the state level) 1 think Federal employees are engaged in a lot of constructive
improvements in management. I would like to offer two examples from DOL:
streamlining and numerical goals.

I have taken the liberty of preparing a few charts which I would like to use to
demonstrate these two projects.

First let me begin with what I discovered at DOL when I walked in the door on
Janvary 21, 1993,

The career employees and managers at the Department reacted somewhat skep-
tically to the Administration’s plans to reinvent the Federal Government. The De-
g‘artment of Labor had experienced a 25% cut in personnel between 1980 and 1993.

hese cuts were larger than any other agency in the Federal Government save the
Department of Education and stood in stark contrast o increases in the Justice De-
partment and Treasury. Many of these DOL employees had seen several change pro-
grams come and go and viewed Reinvention simply as the “flavor of the month.”

These employees and managers also more clearly view a distinction between the
career civil service and political appointees (such as exists in the British govern-
ment) and some even quoted to me the number of months, 18 to 24, that the aver-
age political appointee serves in the government.

It is not surprising, then, that these employees did not greet warmly the Presi-
dent’s campaign promise to shrink the workforce by 100,000. Nor were they happy

1U.S. General Accounting Office, General Management Issues (GAO/OCGC-93-3TR) Washing-
ton, D.C. December 1992.8. 4.

21.8. Congress, House Commitlee on Government Operations, Managing the Federal Govern-
ment: A Decade of Decline, (Washington, D.C.: December 1992). p. 1.
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to hear the number increase to 252,000 in the NPR report and then go up to
272,000 when it was written into the Buyout Legislation in 1994, Qur share of that
reduction in FTE was calculated at about 2,000, or 12% of our workforce.

Our management approach has been to focus not so much on the 12% reduction,
but on the 88% of employees who will remain.

A highly visible example of streamlining that we are working on now is our per-
sonne! process. Currently, it takes about 120 steps to hire an employee. Other per-
sonnel processes are similarly complicated. The first step in streamlining this proc-
ess was to map it out. That is when we first discovered not only the sheer number
of steps but also the extent to which they overlap and involve numerous sign-offs
and approvals. In addition, there are multiple steps just to track an action so that
when an employee calls to ask why the process is taking so long, he/she could be
told precisely where the action was.

Approximately 6,600 staffing actions followed that complicated process last year
of which about 10% were hires.

As the sponsor of this streamlining project, I challenged the manager and employ-
ees in the personnel department fo cut the number of steps by 2/3, to about 40
steps. Some months later they presented us with a plan that called for doing just
that: eliminating approximately 80 steps. Some of these steps were simply
dropped—these included excessive reviews and approvals. Some were combined so
that several steps became one, while others were slated for elimination through au-
tomation. In particular, many tracking functions are done automatically when a
process is put on computer.

Parts of this plan have been implemented and other parts are awaiting automa-
tion or other developments. We will do a follow up analysis to determine what im-
pact these changes have made. It’s important to note that while the actual change
to the process is critical, equally important is the effect of setting a visible example
for other main-.line processes.

We hope to gain some FTE savings from this streamlining and use those savings
to reform resources on more mission-related work. Therefore, rather than sending
our employees the message that streamlining equals more cuts, we are attempting
to show that streamlining can lead to new opportunities for employees.

While we streamline our work process, we have worked hard to keep our eye on
the big picture of what we want to accomplish. Therefore, we have sent our goals
to our employees each of the last two years. The DOL goals are simply stated, quan-
tifiable, and fit on one page of paper. We also sent out a list of accomplishments
so that every employee would feel recognized for their hard work and, hopefully, mo-
tivated to keep it up for the following year.

We have taken other steps to recognize our employees as well. As you know, the
Vice President has been awarding his Reinvention Hammer for outstanding work.
I'm proud that our employees have earned seven of these awards, each of which af-
forded employees an opportunity to meet and be photographed with the Vice Presi-
dent.

At the end of last year we created a year in review management video that we
call the “Thank You” tape. We showed this video at an awards ceremony and at
other events as well.

We have used a similar approach in other forums as well, recognizing perform-
ance by featuring outstanding employees in our annual report, in pictures and post-
ers on our walls, in the “huddles” with Secretary Reich, and on a calendar that was
sent to all employees and adorns most offices and bulletin boards. In our Support
Staff Day event, we also took the opportunity to recognize an ouistanding support
staff member in each agency.

We know we have a long way to go before we are finished reinventing but are
encouraged that the NPR has recognized our accomplishments. We are on schedule
to complete nearly all of the NPR recommendations issued in the September 1993
report. We are making substantial progress toward the goal of reducing our
workforce and the number of employees devoted to “oversight” positions. We also is-
sued our customer service standards—what customers can expect from DOL—last
fall and have begun measuring ourselves against those standards.

As we continue to work on Reinvention, we must keep in mind what we have
learned so far. Employees are skeptical until dramatic change is realized, and they
will remain so. At DOL, our customer base—the American workers—have increased
while our resources have shrunk. Hopefully, we can build momentum from our suc-
cesses and make a difference that can be appreciated by America’s working people.

Thank you for your time.
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REINVENTING DOL

DOL Organizational Culture
¢ 25% FTE Reduction 1980-1992
¢ Flavor of the Month
e 18 - 24 Month
s More British
Historical Staffing Trends Cabinet Agencies
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DOL Employment Down 25%

(1980-1999)
Employment Yeas
1980
19395
1998

FTE Reduction—A History
e 100,000 1992 Clinton Presidential Campaign Commitment
s 252,000 1993 National Performance Review Recommendation
» 272,000 1994 Buyout Legislation )
RIF vs Reinvention
¢ RIF Eliminate People
« VS
¢ Reinvention Eliminate Unnecessary Work
12% V8 88%
» 12% Attrition 2,000 Employees
» vy
¢ 88% Reinvented Reengineered work for 16,000 Employees
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Reinventing the Personnel Action Process—AfRer Reinvention
¢ Steps Remaining 34% 41 Steps
* Steps Eliminated 66% 79 Steps

Mr. Horn. I thank you very much, Secretary Glynn.

I would like to now swear in Mr. Mufioz. And then when he com-
pletes, if you don’t mind, we’ll take questions alternating between
the majority and the minority in the process.

[Witness sworn.]

Mr. HorN. Mr. Murfioz affirms. Very good. Please proceed. We
put your statement automatically in the record at this point. And
if you could summarize it in about 5 minutes, we would appreciate
it and throw it open to questions.

Mr. MunNoz. I will, Mr. Chairman. Mr. Chairman and members
of the subcommittee, I thank you for the opportunity to appear be-
fore the subcommittee to discuss “Strengthening Departmental
Management.”

I am George Mufoz, Assistant Secretary for Management and
Chief Financial Officer for the Department of Treasury. My com-
ments will focus broadly on the effectiveness of Federal agency
management, drawing from my Treasury experience.

Management is the responsibility of all the workers in an organi-
zation. It is the means by which the organization is guided to its
goals and vision. Management by definition is required to maneu-
ver the organization through barriers and challenges. But when
barri;rs are put in its path unnecessarily, its success will be ham-
pered.

This is the topic of today’s hearing: What unnecessary barriers
are keeping Federal agencies from performing the way the Amer-
ican public wants them to perform?

I am both an attorney and a certified public accountant with ex-
tensive managerial experience in both the public and private sec-
tor. Most importantly, I have had profit and loss responsibility in
business. And just as my colleague from the Department of Labor,
Tom Glynn, I have experience in managing large public sector or-
ganizations. o :

From this experience, I can tell you that a management barrier
today may well have been a good management process from yester-
day, codified to assure success at achieving a goal. But today, it is
a barrier, an outdated good intention that seems out of place in a
changing environment.

One of the public organizations in which I served was the Chi-
cago Board of Education. I served as president of that organization
during the mid-1980’s. It, too, was going through management re-
form as the public asked for better performance from its schools
and students. Just as this subcommittee is doing, we first had to
ask, “What unnecessary barriers have we put in front of our prin-
cipals and teachers?”

President Clinton and Vice President Gore are requiring that
Federal agencies adapt to change. They want us to be more respon-
sive to the American public, to render relevant services, and keep
costs down. As stated in Vice President Gore’s mantra, “Americans
want a government that works better and costs less.”

Treasury is committed to making management reform. Secretary
Rubin and Deputy Secretary Frank Newman are serious about
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management reform. We have Hammer Awards from the Vice
President as evidence of that reform, and we're starting to receive
positive customer response to our changes in how we do business.

I would like to submit for the record the accomplishments that
Treasury has had in some of these areas.

Mr. HorN. Without objection, that will be placed in the record.

Mr. MuNoz. I would then like to turn, Mr. Chairman, to some
specific questions that this subcommittee is contemplating as we
try to reform our agencies for better management. One question
that we had to ask ourselves is, “What prevents us from balancing
the competing goals of ensuring control and promoting efficiency?”

There are several systems that prevent us from balancing the
competing goals of ensuring control and promoting efficiency in
government. One is the lack of flexibility in hiring, firing, purchas-
ing, and budgeting. Another is a lack of prior investment in infor-
mation technology and IT infrastructure.

We also have a risk-adverse culture of government organizations.
We have a budget process that focuses on initiatives rather than
the base, and we have an absence of capital budget mechanism to
encourage long-term investments in infrastructure. I would be
happy during the question and answer period to detail those more
extensively.

Another question that we had to ask ourselves was, “Does the
sheer volume of managers and control personnel create barriers to
efficient management?” We think that effective management struc-
tures must be tailored to individual agency needs. We cannot take
a one-size-fits-all approach, leading to the blind cutting of manage-
ment.

There are some situations where the strengthening of manage-
ment is necessary. For example, we created in response to congres-
sional criticism the modernization executive at the IRS to oversee
and direct all aspects of IRS modernization, including both tax sys-
tems modernization and the subsequent restructuring of IRS busi-
ness practices.

Another example of tailoring management structures to the situ-
ation is IRS’s recently announced restructuring of regional and dis-
trict offices. IRS is reducing its regions from 7 to 4 and its districts
from 63 to 33. This will offset approximately 600 manager positions
and support staff and eliminate 36 SES positions. Management
support will be redirected to front line compliance assistance.

But our main bottom line is, it’s better to not standardize and
have one-size-fits-all as we try to cut management layers. We have
to understand that some of these layers were created for good rea-
sons and some for bad. Those that were created for bad reasons
were that in a particular agency, there may have been no other
means of rewarding an employee who had performed well and
needed to have some promotion.

For those that it was done for good reasons, those agencies in
particular have a highly sensitive area that does require additional
managerial oversight.

Another question that we asked ourselves is, “What do you think
of the changes in the organization and staffing at OMB?” We think
that OMB's efforts to link the budget and management sides of
their organization together are commendable.
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If we're going to have a highly centralized management and
budget organization in government, which we do, then we must
have the requisite expertise to guide management and budget re-
form from that position.

One other question that often gets raised is, “Do we have too
many political appointees running government?’ I want to disagree
with the basic premise of that question. I believe that democratic
government requires a high level of responsiveness to voter de-
mands. The most flexible element in government are political ap-
pointees, who bring an up-to-the-minute perspective of the public’s
assessment of government performance.

This is as fundamental to our democracy as it is to our represent-
ative form of government. If there is friction between the political
appointees an§ those in place, it may be because this fresh perspec-
tive may collide with yesterday’s direction. This is a democracy at
work, not a problem in and of itself.

And last, a question that we asked ourselves is, “Can the SES
core be more effective?” Definitely. I'm strongly in favor of a better
trained, more broadly experienced, and thereby more flexible SES
core.

We could, for example, rotate senior executives throughout the
Federal Government. And we should consider rotation in the pri-
vate sector so that they stay in touch with benchmark levels of cus-
tomer service, cost, and quality that are defined through competi-
tion in the private sector.

This exchange could be two ways, with private sector managers
entering public sector jobs for discreet periods of time and in areas
that do not present a conflict of interest for either party. The
should receive more training. Ultimately, the SES could be devel-
oped into an elite core of flexible managers with state-of-the-art un-
derstanding of both private and public sectors.

Thank you, Mr, Chairman, and I would be happy to answer any
questions you might have.

The prepared statement of Mr. Mufioz follows:]

PREPARED STATEMENT OF GEORGE MURNOZ, ASSISTANT SECRETARY FOR
MANAGEMENT/CHIEF FINANCIAL OFFICER, DEPARTMENT OF THE TREASURY

Mr. Chairman and Members of the Subcommittee:

I thank you for the opportunity to appear before the Subcommittee to discuss
“Strengthening Departmental Management.”

I am George Munoz, Assistant Secretary for Management and Chief Financial Of-
ficer for the Department of the Treasury. My comments will focus broadly on the
effectiveness of lederal agenc{) management, drawing from my Treasury experience.

Management is a responsibility ol all the workers in an organization. ?t is the
means by which the organization is guided to its goals and vision.

Management—by definition—is required to maneuver the organization through
barriers and challenges. But when barriers are put in its path unnecessarily, its
success will be hampered.

That is the topic of today's hearing: “What unnecessary barriers are keeping fed-
?ral ?e},gencies from performing the way the American public wants them to per-
orm?

I am both an attorney and a certified public accountant with extensive managerial
experience in both the public and private sector. Most importantly, I have had profit
and loss responsibility in business. And, just as my colleague from the Department
of Labor, Tom Glynn, I have experience in managing large public sector organiza-
tions. From this experience, 1 can tell you that a management barrier today may
well have been a “good management” process from yesterday codified to assure suc-
cess at achievin% a goal. But today, it is a barrier—an outdated good intention—
that seems out of place in a changing environment.
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One of the public organizations in which I served was the Chicago Board of Edu-
cation. | served as President of that organization during the mid 1980s. It, too, was
going through management reform as the public asked for better performance from
its schools and students. Just as this Subcommittee is doing, we first had to ask
what unnecessary barriers had we imposed on our principals and teachers.

President Clinton and Vice President Gore are requiring that federal agencies
adapt to change. They want us to be more responsive to the American public, to
render relevant services, and keep costs down. As stated in Vice President Gore’s
mantra: “Americans want a government that works better and costs less”.

Treasug‘eis taking management reform seriously. We have hammer awards from
the Vice President as evidence of that reform. And, we are starting to receive posi-
tive customer response fo our changes in how we do business.

I would like to share with the Subcommittee what Treasury is doing in this re-
gard. And, I would like to give my opinion on how the shackles that have been put
on Management and the federal workers can be loosened or thrown away, as we %e
come slimmer and yet more responsive to this body and to the American public.

FIRST: CUSTOMER SERVICE

¢ In response to the President's 1993 Executive Crder on “Setting Customer
Service Standards”, Treasury developed a 7-step framework for long-term cus-
tomer service strategies, including:

» providing leadership;

¢ identifying all customers;

e surveying customers and {ront-line employees;
¢ bench-marking against “best practices;”

e setting standards and measuring results;

* improving process drivers; and

» evaluating and measuring progress.

This framework was used by each Treasury bureau to develop and publish its cus-
tomer service standards in September 1994 as part of the R initiative on cus-
tomer service,

¢ All Treasury bureaus have developed long-term customer service action
plans including methods for surveying customers and measuring results. The
plans integrate customer service into strategic planning, budget plans, and per-
formance results reporting. Also, customer service is a good discipline for inte-
grating the GPRA, CFO Act, and Regulatory Reform.

o This year, Treasury bureaus will begin publishing annual customer service
p{'og'ress reports and will seek customer input and incorporate it in revised
plans.

¢ A major issue in federal agencies today is the declining, or at best flat budg-
ets, accompanied by the drive to improve customer service and the effect of this
conflict on employee morale. Management must give hope to emplo{ees by pro-
viding the tools to focus en customer service an?making it clear that internal
agency obstacles will be removed.

SECOND: STRATEGIC PLANNING

e In carrying out the Government Performance and Results Act of 1993,
Treasury is taking a broader view than just the requirements of this law. Rath-
er than a stand alone exercise, strategic planning will be one aspect of a plan-
ning process that integrates many performance-related initiatives.

ogrg that end, Treasury has recently created a high-level Office of Strategic
Planning and Management, one of whose functions is to track bureau progress
and ensure that planning, performance measurement, performance pariner-
ships, customer service standards, and the budget process are integrated at the
bureau level.

s All Treasury bureaus have created a strategic plan or have a plan in the
draft stage. These plans will integrate GPRA and CFO Act requirements and
will contain an inventory of key performance indicators to assist in performance
measurement. These indicators are also used in budget development.

o Four Treasury bureaus comprising 80% of Treasury FTE’s and Budget (and
fully one third of all pilot programs government-wide) are participating in
GPRA pilots (IRS, Mint, BEP, and Customs’ Office of Investigations). GPRA has
wide support in Treasury and our bureaus were eager to participate.

e We are creating a department-wide process to fully implement GPRA and
to integrate all aspects into a coherent management plan. We will hold an addi-
tional, all-bureau meeting to discuss full implementation of GPRA, using experi-
ences from the pilots.
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THIRD: STREAMLINING

¢ Streamlining of management, operations and organizational structures is
necessary for the creation of improved, more cost effective and customer-focused
organizations.

. Streamlining, at various stages of the change cycle, may be accomplished
using two very different models. First, the “corporate-raider” approach requires
quick assessments of an organization’s health, and rapid changes that have
maximum, short-term impact on the bottom line. It is through this method that,
for example, the “low hanging fruit” of chanﬁ«)a are rapidly identified and ex-
ploited. A second, more reasoned approach is based on careful, thoughtful and
studied strategic planning. Each organization must know what its vision and
mission are belore it can ﬁetermine what it should look like, what its core func-
tions are, and how it should operate. Agencies must apply both approaches to
streamlining to get the job done. ‘

¢ Major Treasury bureaus are implementing or planning reorganizations.

« An example of fundamental structural change is the reorganization at
Customs. Customs will refocus the agency around management of work
processes; reinvest 600 Headquarters positions into field operations; and re-
place 7 regions and 45 district offices with 20 Customs Management Cen-
ters.

» The IRS recently announced the second-phase of an ongeing reorganiza-
tion which puts more of its employees to work directly meeting {rontline
compliance and customer service initiatives. IRS was able to accomplish
this by reinvesting savings realized from streamlining its National and Re-
glonal Offices and from consolidating its computer, returns processing, and
telephone operation.

* A Treasury NPR II initiative, Streamlining Field Offices, calls for a study
of opportunities for cost savings and performance improvement. Methods for of-
fice consolidation suggested in the ngfc Report on Field Office Restructuring,
includéng telecommuting, co-location, and consclidation of offices will be re-
viewed.

* Lessons we have learned include:

# Strategic planning is an essential ingredient in a culture that promotes
and supports organizational change.

» Participation by senior management is critical in assuring long term
success.

¢ Senior managers must demonstrate their commitment through personal
invelvement. As you may know, Treasury’s Chiefl Operating Officer, Deputy
Secretary Frank Newman, personally chaired a lgﬁac subgroup on '()Ius-
tomer Service.

¢ Use of quality management techniques eases implementation of change
and helps in institutionalizing it.

+ Broad participation in the change process throughout the agency is im-
portant.

¢ Continual information sharing with all participants is imperative.

s Connection of change with ihe budget process is key to success.

As | have outlined, reinvention is moving forward at the Treasury, We recognize
that there are issues which remain to be resolved if reinvention is to achieve opti-
mal success. My remaining remarks will focus on areas of special interest to the
Subcommittee.

What prevents us from balancing the competing goals of ensuring control and pro-
moting efficiency?
There are several systems that prevent us from balancing the competing goals of
ensuring control and promoting efficiency in government:
« Lack of flexibility in hiring, firing, purchasing, and budgeting.
o Lack of prior investment in information technology and I’Is infrastructure.
» Risk averse culture of government organizations.
* Budget process focused on initiatives rather than the base.
» Absence of capital budget mechanism to encourage long-term investment in
infrastructure.

Does the sheer volume of managers and “control personnel” create barriers to efficient
managemeni?

Effective management structures must be tailored to individual agency needs. We
cannot take a “one-size-fits-all” approach leading to the blind cutting of manage-
ment. There are some situations where the strerégthening of management is nec-
essary. For example, we created, in response to Congressional criticism, the Mod-
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ernization Executive at IRS fo oversee and direct all aspects of IRS modernization,
including both Tax System Modernization and the subsequent restructuring of IRS
business practices.

Another example of tailoring management structures to the situation is IRS' re-
cently announced restructuring of regional and district offices. IRS is reducing its
regions from seven to four and its districts from 63 to 33. This will offset approxi-
mately 600 managers and support stafl and eliminate 36 SES positions. Manage-
ment support will be redirected to front line compliance assistance.

What do you think of the changes in the organization and staffing at OMB?

OMB’s efforts to link the budget and management sides of their organization to-
gether are commendable. If we are going to have a highly centralized management
and budget organization in government, then we must have the requisite expertise
to guide management and budget reform from that position.

Do we have too many political appointees running governmeni?

I want to disagree with the basic premise here. I believe that democratic govern-
ment requires a high level of responsiveness to voter demands. The most flexible
element in government are political appointees who bring an up-to-the-minute per-
spective of the public’s assessment of government performance. This is as fundamen-
tal to our democracy as it is to our representative form of government. If there is
friction, it may be because this fresh perspective may collide with yesterday’s direc-
tion. This is democracy at work, not a problem in and of itself.

Can the SES corps be more effective?

Definitely. I am strongly in favor of a better trained, more broadly experienced,
and thereby more flexible SES corps. We could, for example, rotate senior executives
throughout the federal government. And, we should censider rotation in the private
sector so that they stay in touch with benchmark levels of customer service, cost
and quality that are defined through competition in the private sector. This ex-
change could be two ways, with private sector managers entering public sector jobs
for discrete periods of time and in areas that did not present a conflict of interest
for either party. They should also receive more training. Ultimately, the SES should
be developed into an elite corps of flexible managers with state of-the-art under-
standing of both private and public sectors.

Thank you, and I would be happy to answer your questions.

Mr. HorN. Thank you very much, Mr. Mufioz. Let me just do a
few ministerial duties before we begin the questioning.

Ms. Maloney, the ranking minority member on the subcommit-
tee, was present here at the beginning. She had to leave for the
Banking Committee because they have some key legislation in
markup. But I would like to insert her opening statement in the
record following my own opening statement. Without objection, it
is so ordered.

Mr. Flanagan, who has been here from the beginning, also had
an opening statement. I would like that to follow Ms. Maloney.

And if Major Owens or Mr. Davis has an opening statement, they
can follow theirs. They do not.

One other ministerial item. I thought you made an excellent
statement, Secretary Glynn. And what I would like the staff to do
is take the charts that he showed us and sprinkle them through
his testimony relevant to the words that he spoke so we have the
full picture. And that will be inserted in the record. )

Let me begin the questioning, We'll limit each of us to 5 minutes.
We’ll have another around after this.

Now, let me just ask a few questions here to start the ball roll-
ing. Secretary Glynn, in March 1994, the GAO report surveyed 62
programs that provided employment training assistance to the eco-
nomically disadvantaged and found that most agencies did not col-
lect information on program outcomes or participant success.
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This type of performance information—I think you would agree—
is crucial if we're to terminate ineffective programs and to retain
effective ones. Has the Department of Labor made any progress on
performance management since the issuance of the March 1994
GAO report?

Mr. GLYNN. Mr. Chairman, I'm happy to be able to report that
I think we have made some significant progress. Both the GAO re-
port and the responsibilities under the GPRA have resulted in our
spending considerable time with the Assistant Secretaries coming
up with performance-based measures for them for the program
year 1995, and the budget year 1996 and 1997. v

So I think that you’lFbe starting to see the kind of performance
measurements that the GAO ca]leg for, particularly in the employ-
melrlxt and training area, but also in some of the other areas, as
well.

Mr. HorN. And has the authorizing committee considered some
of that evidence? Because obviocusly, they're making a key decision
in this area.

Mr. GLYNN. I think the evidence which is available is being con-
sidered by the authorizing committee, although to be fair to the au-
thorizing committee, not as much evidence is available as should
be or as will be in the near term. But what evidence is available,
1 think, is under consideration by the authorizing committee.

Mr. HORN. Next question. Since you're the chief operating officer
at the Department of Labor—and I might say parenthetically, I
have great fondness for the Department of Labor, since I was ad-
ministrative assistant to Secretary of Labor Mitchell for 1% years
at the end of the Eisenhower administration.

I have a feel for some of your earlier comments about attitudes
and environment. I found excellent people throughout the Depart-
ment, so I left thinking very kindly of the Department of Labor.
And in that period, I also thought very kindly of the Department
of the Treasury, because I recall Secretary Humphries’ remarks
when he came here as President Eisenhower’s first Secretary of the
Treasury.

He was very critical of what he thought the “bureaucracy” was
like in Washington. He went away singing the highest praises of
the members of the civil service in the Department of the Treasury.
Both of these Departments have a very good tradition. And we're
glad to have you representing them,

Getting back to your role as chief operating officer, Mr. Glynn,
I'm interested in the division of tasks between you, the Secretary’s
Chief of Staff, the Inspector General, the Assistant Secretary for
Management, and the Chief Financial Officer. Do you ever meet as
a group to coordinate management improvement efforts?

And who's responsible for some of these areas such as agency
buyouts, monitoring investments in information technology, collect-
ing delinquent debts, workforce training, and so forth? Describe
how the system works with you as the principal deputy.

Mr, GLYNN. Just before I forget, of the four specific items you
mentioned, the CFO oversees the responsibility for the debts with
each of the Assistant Secretaries, and then the Assistant Secretary
fgr hg?_nz(iigement is responsible for the other three tasks which you
identified.
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We have a management meeting once a week, which includes all
the people that you mentioned which focuses on management is-
sues affecting the whole Department. And then there’s a follow-up
meeting also every week which focuses on the budget issue, which
includes most of the people that you identified. So I think we do
a reasonable job in coordinating the work of those different man-
agers.

Mr. HorN. How does the Secretary play a role in this? Do you
report to him on it? Does the Chief of Staff report to him? Whom?

Mr. GLYNN. The Chief of Staff and I meet with the Secretary on
management issues on a weekly basis and report to him the var-
jous issues that he needs to be concerned about. And I guess I
would say occasionally, as needed, we meet with him on specific is-
sues. But usually, we're able to tackle most of the management is-
sues in the weekly meeting.

Mr. HorN. Has there been a general review of the structure
within the Department and also the relationship between the head-
quarters staff in Washington and the field offices and regional of-
fices across the country?

Mr. GLYNN. Well, I guess I would answer in three parts. First
of all, I think both the Secretary and I have a little bit of a preju-
dice against government reorganizations. So neither of us upon ar-
rival thought that was a good way to use our time. So we did not
do that as a first order of business and instead tried to make the
existing organization work better.

Second, obviously, as part of the reinvention I and then more
specifically reinvention II exercises, every agency is being asked to
go back and look at functions and things that do or don’t make
sense and things that need to be restructured. So cbviously, we are
part of that.

We have identified a number of areas with the Assistant Sec-
retaries in the field structure layers or offices not on the service de-
livery side but the overhead side that are opportunities for consoli-
dation or reduction. And those are going forward, although in each
instance, we have to sit down with the authorizing and appropria-
tions committees and explain what we're planning to do almost of-
fice by office. So that takes a little bit of time, but we are commit-
ted to doing that. And they have been cooperative.

Mr. Horn. I thank you.

I now yield to the gentleman from New York, Mr. Owens.

Mr. OWENS. Good morning. I only have a couple of questions re-
1&1;ed to these very fascinating charts that you introduced, Mr.

ynn.

On the chart that shows historical staffing trends for the Cabinet
agencies, Department of Labor from 1980 to 1992 had almost a 25
percent decrease.

Now, was this due to the institution of exceptional new mana%fz-
ment policies whereby the mission of the agency remained the
same, the results you were trying to achieve remained the same,
the people you were serving remained the same, but you just found
more efficient and effective ways to serve those people? Or did the
mission of the agency change or the people served change?

Let me just put it in blunt political terms. Is this an example of
exceptionally good management, or was this driven by politics and
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you were told ahead of time, “You've got to reduce for reasons other
than the mission of the agency”? You don’t have to answer that
question, but just did the mission——

Mr. GLYNN. I was ready to answer it.

Mr. OweNs. Did the mission change? Did the number of people
being served change? What changes took place from 1980 to 1992
to make us accept this as a good management move?

Mr. GLYNN. The mission of the Department did not change in
any fundamental way. If anything, it probably expanded a little bit
in a couple of regards. The number of working Americans for whom
the Department is responsible through our various regulatory pro-
grams actually increased during this period from about 100 million
to about 125 million. So the number of people that we were respon-
sible for protecting their situation in the workplace expanded.

The only reduction that really took place programmatically dur-
ing this period was a reduction in some of the training programs
which had reached a peak in the late 1970’s. But two-thirds of the
people who work in the Department work in the enforcement area,
and there was no change in the mission in enforcement.

So I think it is probably fair to say that the Department, along
with one or two others, just came out on the short end of the stick
in the budget process over a series of years.

Mr. OWENS. So it had nothing to do with the improvement of
management?

Mr. GLYNN. 1 don’t think there’s anyone at the Department, any
career person, who would argue that this chart could be defended
in terms of the improvement of the management of the Depart-
n}llent. At least I have not run into such a person in my tenure
there.

Mr., OWENs. Because you have another chart here which says
that “reinvention” means “eliminate unnecessary work.” So 1 just
wondered how much of what was happening between 1980 and
1992 was the elimination of unnecessary work and how much was
really driven by sound principles of management in an effort to
seek a more efficient operation and how much was really driven po-
litically by a determination to send a message to the people served
by the agency that they were not a priority anymore.

Mr. GLYNN. I understand.

Mr. OWENS. But it’s not an irrelevant observation, in that we'’re
talking here about—you mentioned politics before. The political ap-
pointees and the relationship between political appointees and the
people who are the regular folks, we talk about how good they are.
Throughout the Department, you have these marvelous employees
who are permanent no matter what party’s in power.

How much are the people who are permanent and professionals
harassed and cajoled and threatened and pushed into making deci-
sions that are not sound management decisions as we move toward
reductions that are politically very popular but have nothing to do
with the mission of the agency?

I'll just shift to Treasury Department. From the Treasury De-
partment, you've got a 45 percent increase in the same time, Mr.
Murioz.

Mr. MuUNozZ. Yes.
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Mr. OWENS. Mr. Muifioz, was that increase due to the fact that
the mission of the Treasurgz Department changed and it accepted
a lot of new responsibilities?

Mr. MuNoz. In part, sir. And in part, it experienced the same
thing that all of the Federal agencies have been doing, which is
that as its mission—for example, in Internal Revenue Service, it’s
to pgocess tax files; as that expands, then your personnel must ex-
pand.

But I would like to point out to your basic question to Mr. Glynn
that we can show, despite the fact that our budget has been grow-
ing, that, we have nonetheless within that because of good manage-
ment tools, we have been able to shrink the size of the Treasury
Department, despite its increasing budget and at the same time
shift some of the savings from its shrinking into new areas.

T'll give you an example. At the Internal Revenue Service, we
have reduced the number of FTEs by approximately 10,000 just
from 1993 to today. And that is through productivity savings in in-
formation technology. And we can sort ofP measure that more work
load can be done by less number of people if they have the right
technology in front of them or right process.

And so what we were able to 50 out of that 10,000 reduction and
FTE requirement, we put back 4,000 of that in an area that this
body wanted us to concentrate more on, which is some of the tax
compliance measures. So through some of those tools, we were able
to shift our workforce,

Mr. OWENS. The chart doesn’t deal with your budget. It deals
with the staff trends.

Mr. MuRNoz. With the FTEs.

Mr. OWENS. So your staff increased by 45 percent almost during
this period. And with computerization and modernization of tech-
nology and so forth, it seems like it’s still a tremendous staff in-
crease. I just wondered. It's true when one deals with the IRS, we
know their function,

Mr. MuNoz. Yes.

Mr. OWENS. But how many other different functions were in-
creased during the time? I've run out of time now, so you dont
have to answer that. You can give it to me in writing.

Mr, HorN. Let him answer. We'll round it out.

Mr. MuRoz. Our two major agencies, the IRS and Customs, both
make up—you'll be getting close to 90 percent of our total
workforce. And the same thing with Customs, in terms of foreign
trade, exports and imports, an§ managing and facilitating trade, as
well as drug interdiction. And their basic activity increased, much
like the same as the IRS.

Mr. HorN. Thank you very much.

Mr. Flanagan, gentleman from Illinois.

Mr. FLANAGAN. Thank you, chairman. And I thank the panel for
coming today.

Mr. Glynn, I was very happy to see that the Department of
Labor used the glass is 88 percent full as opposed to 12 percent
empty. And I was further pleased to see that you've gone from the
utterly asinine 120 steps for employment to the merely ridiculous
41 steps for employment and the reduction in, I guess, a grand
total of 6,000 FTEs in the Treasury Department.
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Gentlemen, what do we plan for the future? What more is on the
brink and on the horizon? We have heard a lot about what has
happened in the near and far past in your departments insofar as
reduction. But I believe this Congress was elected on the presump-
tion—and I fervently believe—that government is too big and it
costs too much.

Where are we off to now? What is the plan for the immediate fu-
ture insofar as whether we're going to RIF, or is the glass going
to ::}?tay 88 percent full, or are we going to move that further down
yet?

Mr. GLYNN. I guess I would begin on the Labor Department side
of the equation, and then George can——

Mr. FLANAGAN. Perhaps if I help. Maybe I can help narrow the
question for you, because that is kind of broad. If we're still 41
steps to employment, that is plainly evident of a management top-
heavy view of how it’s done.

If there are 41 steps between I have a position and I'm present-
ing myself for a job to actually achieving the job, there’s a lot of
managerial, I would believe, duplication mnvolved there. Where are
we going to try and eliminate some of the management steps and,
consequently, the support that goes with it and utterly the size of
government?

Mr. GLYNN. Well, the Labor Department, as every other execu-
tive branch agency, is committed to reducing by 12 percent against
the base that we inherited on January 20, 1993, which is one of
the reasons why I did the historical chart, because a 12 percent re-
duction is on a quite different basis.

The way we have chosen to approach it is to try to go and take
a look at these core processes, much like they have done in the pri-
vate sector recently. And we have identified processes, as you have
pointed out, that are excessively cumbersome and have too many
checks and balances. So we are committed to achieving our 12 per-
cent reduction through that process.

And so far, we think we have been relatively successful at get-
ting to the 12 percent, reducing the size of the headquarters staff,
reducing the size of support positions, and reducing the number of
supervisory personnel. And we would propose to stay on the track.
We think that we have demonstrated that we can hit those targets.

We have also proposed consolidating 70 training programs with
the Department of Education. This is something which GAO had
also pointed out; that there were a large number of training pro-
grams in the Federal Government, and that the customer would
benefit if they were consolidated. This is contained in legislative
discussions with the authorizing committees.

So we think we are trying to be about the business of making
the government make more sense both on the FTE side and the
program side. And we continue to look for additional opportunities.

I think in the next few weeks, the White House will be making
some additional announcements with respect to the Labor Depart-
ment which would address some of the questions which you are
raising. So from a Labor Department perspective, that is how I
would size it up.

Mr. FLANAGAN, Thank you.

Mr. Muiioz.
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Mr. MuNozZ. From the Department of Treasury, we look at it in
two ways. No. 1, the Secretary and Deputy Secretary have required
that the bureaus plan for a reduction and show them exactly how
that would come about and at the same time do a cost-benefit anal-
ysis as to what we're trading off.

Of our budget, 99.99 percent is in operations; that is, we don’t
have program money or grant money that we administer or over-
see. And because the Treasury collects 98 percent of the revenues
of the Federal Government, it is a sensitive matter whenever we
have cutbacks.

So we normally are pretty good at providing our statistics in
terms of what one more FTE would mean at the IRS or at Customs
or at any of our bureaus and what one less FTE would mean in
terms of impact on the total Federal Government revenue.

And we have presented that kind of planning and streamlining
to OMB, and OMB has in all cases looked at it from, “If we are
insisting on the reduction, here’s where we want it, but we want
sgme reinvestment, and we want reinvestment here, reinvestment
there.”

Take, for example, debt collection. Many organizations in the
Federal Government have no incentive to collect delinquent loans.
Just because of the way the budget works, there is no incentive,
no payback for that agency. We nonetheless at Treasury feel that’s
money that is being lost from the Treasury—not from our Depart-
ment’s Treasury, but from Congress’s ability to appropriate that.

And we think it’s only fair that everybody who owes the govern-
ment money be able to pay that. So we do our analysis as to how,
if we could have some FTEs dedicated to that, how that would
serve the total government good. And usually, OMB responds and
takes one FTE fgom one side and puts it in another.

Mr. FLANAGAN. Pardon my naivete, and with the chairman’s in-
dulﬁence, departments of the U.S. Government have to be cajoled
with FTEs spent by the Treasury Department to collect outstand-
ing debt that's owed the Federal Government of the United States?

Mr. MuRoz. Well, sir, as you know, everything is driven by built-
in incentives. And if you get a budget cut in—let’s say Agency X
is in the providing of services, which includes an extension of some
sort of loan. If that loan is delinquent, there ma)l' not be an incen-
tive by—that agency has no incentive to spend a lot of its resources
there, because the money that is collected does not go into their
budget, it goes into the general Treasury fund.

And its incentives may be weighed so that they put an FTE to
provide further services, as opposed to collection. They may not be
as oriented to collecting that.

Nonetheless, that very assumption that is based on your question
is being addressed right now by Federal agencies to provide the im-
petus, if you will, to make those collections.

Mr. FLANAGAN. Mr. Chairman, I would be very interested in
hearing more about this at some time. And perhaps hearings can
be constructed to find out why Federal agencies have to be enticed
to do the good government that this Nation needs done.

I am mildly appalled at what I like to call the “lotus position”
of management, when we sit around thinking about doing the good
thing, as opposed to driving it home. I thank the panel.
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Mr. HorN. Well, T completely agree with the distinguished vice
chairman. I was going to pursue ggbt collection. I'm glad you did.
And I think we'll have a few more questions on it today.

One incentive, it seems to me, to an agency that is supposed to
collect the debts and hasn't is to cut their budget about 5 percent
until they get the message that that’s a prime responsibility. But
I have a very hard-nosed view, as does the gentleman from lllinois,
that anybody that owes the Federal Government money ought to
pay up.

Having been a former university president, I'm aware that a few
people abuse the privilege of not paying back their loans.

The gentleman from \%irginia, Mr. Dawvis. Five minutes.

Mr. Davis. Thank you, Mr, Chairman.

I have a question for Mr. Murioz. This is a little bit off the track,
but while I've got you here today, I want to call your attention to
it. We had in the Falls Church Post Office over 500 checks issued
from the Treasury lost that need to be reissued.

We have called this to the attention of the Department’s financial
management services, but I would appreciate your doing every-
thing you can to get those reissued right away. They are Federal
retiree checks, and a number of these people are living paycheck
to paycheck. They were due May 1st.

And if you could check that when you get back and do everything
you can to make sure they're reissued. It looks like it was an area-
wide glitch and not limited to specific individuals at this point.

I wanted to ask some questions about the buyouts. I wanted to
ask each of you, how have the use of agency buyouts affected the
agencies’ success in retaining the most needed contributors to gov-
ernment missions and programs in separating those least needed?
Or has it not worked out that way?

Mr. GLYNN. I guess if we start again with the Labor Department,
I would say our experience may be a little bit different from some
other agencies. Precisely because we had a fair degree of RIFs and
reductions in the 1980’s, our workforce is somewhat older than av-
erage, and the people who were RIF’d, by and large, were people
who had less tenure and, therefore, tended to be younger.

So we have used about 389 buyouts. The average age of the peo-
ple who have taken them is 58. Ninety-six percent were either eli-
gible for retirement or eligible for early retirement. And as a result
of the buyouts, we have actually seen our average age in the De-
partment go down slightly.

But again, we're a litt)l,e bit of a different situation. Because of
t}f}e redx{ctions, our workforce was older to start with. We had more
of a pool.

The second thing I would say about the buyouts at the Labor De-
partment was, since we had required every Assistant Secretary to’
do a streamlining plan, as I discussed earlier, it meant that they
were able to target the buyouts a little bit more to critical posi-
tions.

And so the bottom line from our point of view was very positive,
and we did not experience the kind of loss of critical personnel that
it sounds like they may have in some other places, although obvi-
ously, any Federal employee with 20 years of experience is an asset
in the organization.
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Mr. Davis. I've got a follow-up to that, but let me see if Mr,
Munoz—

Mr. MuNoz. Before I get into buyouts, let me point out that FMS,
which is responsible for replacing those stolen checks